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FAMILY EXPENDITURE IN 1947 
PART II. OUTLAY ON FOOD & NUTRITIONAL INTAKE 


(1) THe PaTTERN OF Foop EXPENDITURE 
(a) Outlay on Food and Size of Family 


In a previous paper! we discussed the household expenditure of the 163 
families that, in the summer of 1947, had supplied household accounts 
covering their expenditure of housekeeping money during a fortnight. 
This present article is concerned solely with the purchases of food as recorded 
in these accounts, comparing, as far as possible, the changes in this expendi- 
ture from the summer of 1946 to the summer of 1947, and their effect on the 
nutritional intake. 

Of the 163 families, 80 had kept an account for us also in 1946; the 
structure of 55 of these families had remained unchanged since the summer of 
1946, while that of 25 of them had changed. The remaining 83 families are 
styled by us new families. Table XV shows the structure of these three 
groups of families, together with their weekly outlay on food per ‘ man ’? and 


TABLE XV 
Structure of Families, Household Expenditure, and Outlay on Food 

< Unchgd. Fams. Chgd. Fams. New All 
(55) (25) Fams. Fams. 

(83) (163) 

1946 1947 1946 1947 1947 1947 

Persons per Family... 4.64 4.64 5.12 5.60 5.10 5.02 
“ Man’ Value per Person 0.76 0.78 0.80 0.80 0.75 0.77 

Outla: r Week 

aE caw 14 oF 25154554 14 54 Seely 15 6} 15 44 
aes tee peewee Pil 2F 11 11, Gt 12, OF, 1d, Bild 08 
Total per ‘ Man BOP 7s 32) 3F 28 102 28 74 33 94 32 43 


Household \per Person 23 4% 25 33 23 Of 22 94 25 4 24 102 


per person and the corresponding total household outlay. There was little 
difference in the average expenditure on food per ‘ man’ of the three groups 
in 1947, and the same is true of this expenditure of the unchanged and ot the 
changed families in 1946. Form 1946 to 1947, the outlay on food per : man’ 
of the unchanged families had risen by slightly over 4 per cent, while their 
outlay on food per person had gone up by almost 7 per cent, the difference 


1 BULLETIN, Vol. 10, No. 11: Family Expenditure in 1947, Part le 
2 For the scale of ‘ man’ values used, cf., Part J, Table III. 
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between these two figures being due to the higher average ‘ man ’ value of 
these families in 1947. The changed families had in both years a ‘man’ 
value per person of 0.80, and the rise in their outlay on food amounted to 
approximately 5 per cent per ‘ man ’ as well as per person. 


(b) Expenditure on Food of Unchanged and Changed Families 


A more realistic although perhaps a somewhat less scientific picture of 
changes in the family expenditure on food is obtained if for identical families 
and in successive years that outlay is considered per person and not per 
‘man’, for children’s needs for food tend to expand gradually and not by 
jerks at predetermined age limits, as is of necessity implied by any scale of 
‘man’ values. Only the unchanged families were identical in a strict sense in 
both years; but since they outnumber the changed families by more than 2 to 
1 we considered it appropriate to base our first comparison of food expenditure 
in 1946 and 1947 for both these groups on the respective data of food expendi- 
ture per person. For the two groups of families taken together the average 
rise in this outlay amounted to over 6 per cent, while the increase per ‘ man’ 
was about 44 per cent. 

The data in Table XVI show that during the fortnight in 1947 for which 
the families kept an account, about three-eighths of the unchanged and about a 
quarter of the changed families spent on food per person approximately as 
much as during the fortnight in the previous year. One quarter of the 
changed families and one-sixth of the unchanged families recorded an expendi- 
ture that fell short by more than 5 per cent of their expenditure in 1946; 
the remaining families stated an outlay higher by more than 5 per cent in 
1947 than in 1946. 

Diagram C surveys the food expenditure of each of these 80 families in 
the two years. It pictures their outlay on food per person in 1946 and 1947, 
and the size and structure of each family in 1947, the structure being indicated 
by the family’s group number. Group 1 is the group of the lowest ‘ man’ 
values per person, ranging from 0.62 to 0.66, and group 7 the group with the 
highest “ man’ values, ranging from 0.92 to 0.95. Group 1 therefore has the 
largest proportion of young children per family, and group 7 the largest 
proportion of adults. Since diagram C is drawn on logarithmic scales, the 
diagonal which cuts through the intersection of the lines of average outlay 
per person in 1946 and 1947 at an angle of 45 degrees, gives for all figures of 
expenditure in 1946 the rise in outlay corresponding to the average rise of 
6.3 per cent. The inner side of the left-hand vertical scale in the Diagram has 
been marked off so as to show for different ‘ man’ values the range of food 
expenditure per person that approximately corresponds to the average 
weekly food expenditure per ‘ man ’ of the 80 families in 1947, of 155. 23d. 
Thus, this average outlay of 15s. 2$d. per ‘ man ’ per week was attained by the 
families in group 1 with a weekly food expenditure per person of from gs. 44d. 


to 10s. 3d., while for the families in group 7 the expenditu i 
from 138. 43d. to 14s. 6}d. Ew 7 re required ranged 
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DiaGram C 
Expenditure on Food of 90 Families nm 1945 and 1947 
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(c) Low Expenditure on Food and High Earnings 


The lowest expenditure on food, per ‘man’ and per person, was regis- 
tered by families clustering in the left-hand bottom corner of Diagram C. 
Since a low expenditure on food in both years suggested conditions of con- 
siderable poverty, we have investigated in some detail the expenditure patterns 
of those 13 families that as well as having a low food expenditure per person 
showed the lowest outlay on food per ‘ man’ in 1947. The results were to 
some extent surprising ; they are summarized in Table XVII. The figures 
in the ‘ man ’ value group of Table XVII correspond to those used in Diagram 
C; together with the figures of outlay on food in 1947, and taking into account 
the distinction in both the Table and the Diagram between the unchanged 
and the changed families, they make it easy to trace in the Diagram each of the 
13 families. 


Although some of the families were very large, the housekeeping money 
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TABLE XVII 
13 Families with Low Expenditure on Food 


“Man’  Unch. Total Earners over 18 Earners 16—18 earners 


Size of Value or Chgd. No.of Male Female Male Female 15—16 
Families Group! Fam. Persons 
8 and more (1) 2 We 8 1 - 1 1 
Persons (2) 2 Ch. 11 1 - 1 1 i 
(3) 3 U. 9 1 — = 1 a 
ieee We 9 2 2 = 1 E: 
(5) 6 Ch. 10 3 3 - 1 - 
5-7 Persons (6) 3 U. 6 L - - 1 - 
(7) 3 U. 6 1 - - 1 - 
(S)e? Ch. fl 1 = = = = 
(9) 5 Ch. id; 3 - 1 - 
(10) 7 Ch. 5 2 1 1 - - 
Less than 5 (11) 2 U. 4 1 - ~ - - 
Persons (12) Ln Uz. 4 1 ~ - - 
(13) 7 U. 4 2 - - ~ ~ 
Household Expenditure in 1947 
Weekly Outlay Total % of Housekeeping Money spent on: 
on Food H’keep’g 
per per Money Food Housing Fuel & Clothing Other 
Person ‘Man’ p. Wk.? Light 
Ss Bs. 1G. Sh edéle 
8and more (1) 6 8} 9 5} 142 6 37.5 3:5 8.6 yl 45.3 
Persons (2)ieseeOts FOTO me 148 5) 52:0 8.6 8.1 4.7 26.6% 
(3) 7 44 10 OF 168 0 39.4 7.3 3.4 13.1 36.8 
(4)220 6) 2412-9 60= 210 .0.005.45:0 — 5.3 TE2, 38.5 
(5) S10 Ut St2) 8h 251 0 43.7 6.6 3.6 16.5 29.6 
5-7 Persons (6) 6 52 8 7% 120 0 35.4 15.4 4.3 5.0 42.9 
(7) eg t O92 1170) 36.3 9.7 6.9 1.3 45.8 
(8) 72 1158 S00 0) 562.8 16.5 9.0 — ieee 
(9) 10 5} 12 23 150 0 48.7 13.0 10.1 4.8 23.4 
(O11. Sie 2S ial Oe 41:2 14.5 8.8 19.1 16.4 
Less than5.« (14). 8 <3¢.012— 4%. .2/4..4, ..44.6 15:9 7.5 i 3 30.7 
Persons (12) 10 14 11 10 49 105 82.6 — 0.5 1.0 15.9 
(23), 1G. 13 LOCI USF 162955 3.9 3.9 12.9 49.8 


1 The figures in this column correspond to those in Diagram C. 

2 Including all children’s allowances. 

310s. per week spent on instalments for furniture. 

415 meals per week free at school. 5 Weekly net income 220s. 

6 Weekly net income 209s. 
including the children’s allowances was in the case of most of the families 
not unduly low. Eleven of the thirteen families had more than one earner, 
and five of them had more than one male earner over 18 years old. According 
to the information supplied by our Visitors, families Nos. (2), (6), and (8) were 
very poor. Families Nos. (12) and (13)—the only ones of the thirteen families 
that stated their full income—recorded each a weekly net earnings of well 
over £10; both these families were described as ‘ very thrifty’. These two 
were also the only families that had productive gardens from which they 
obtained substantial quantities of fresh vegetables and some fruit. Family 
No. (7) kept hens and obtained from them ro eggs per week. Free meals at 
school were received by 3 children of family No. (4). The only family that 
had an expenditure on instalments was No. (2), their outlay on these amount- 


ing to 10s. per week. 
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(d) Relative Distribution of the Outlay on Food 

Table XVIII shows the relative distribution of the outlay on food. The 
general pattern of this distribution stands out well, repeating itself fairly 
distinctly in each of the sub-groups of families. In 1947, both the unchanged 
and the changed families spent on the average on dairy produce, groceries, 


TaBLE XVIII 
Relative Expenditure on Food 


Unchanged Changed New All 

Families Families Fams. Fams. 

(55) (25) (83) (163) 

1946 1947 1946 1947 1947 1947 

Bread and Cereals! ... Rie ae, wee! 15.8 LS ak 16.1 16.7 16.3 
Fats? 2S “as she nae 0.7 0.5 0.6 0.7 0.6 0.6 
Meat and Meat Products? see, SSD 16.9 17.2 19.2 18.2 17.9 
Fish‘ ... see Sef os Se 4.4 4.3 a3 3.8 4.1 4.1 
Dairy Produce® woe on a et 9:0) 17.4 18.4 17.9 18.2 17.9 
Groceries® te 8.3 7.9 8.0 (ee? 8.3 8.0 
Potatoes aie ae ae eos 5.8 4.9 6.7 4.8 4.3 4.6 
Other Vegetables and Fruit’ ete, 11425 15.1 11.9 15.4 13.2 14.2 
Other Foods® fs a om a iy, aly 74 16.2 14.9 16.4 16.4 
Total * ie ae cs 200.0) 100.0 100.0 100.0 100.0 100.0 


1 [Including flour, cake, biscuits, breakfast cereals, oatmeal and rolled oats, semolina, 
macaroni, etc. 

2 Cooking fat, lard, suet, dripping. 

3 Butcher’s meat, bacon, cooked, tinned, and potted meat, offals, sausage and sausage 
meat, meat pies, fowls, rabbits. 

4 Wet, cuved, fried, tinned. 

5 Butter, margarine, milk, cheese, eggs (in shell and dried). 

6 Sugar, tea, cocoa, jam, marmalade, syrup, honey. 

7 Including dried legumes, tinned and bottled vegetables and fruit, and dried fruit. 

8 Including meals bought away from home, fancy foods, sweets, and condiments. 


and potatoes a slightly smaller proportion of their outlay on food than in 1946, 
which is what one would have expected, since in all these food groups some 
prices were lower in 1947 than in 1946. Some of the accounts in 1947 were 
kept during a slightly later period than the accounts in 1946; hence the 
average price paid for potatoes in 1947 was below that in 1946." Outlay on 
sugar represented about one quarter of the outlay on the group of specified 
groceries (preserves, syrup and treacle, sugar, tea, and cocoa) in 1946, but 
only between a fifth and a sixth of that outlay in 1947; this reflects the reduced 
cost of sugar, which from the summer of 1946 to the summer of 1947 had 
gone down by a penny a Ib. Expenditure on special milk supplied under the 
Government scheme, mainly to children, and on butter, took up about a 
quarter of the outlay on dairy produce in 1946, and between a fifth anda sixth 
of that outlay in 1947. Butter was 2d. a Ib. cheaper in 1947 than in 1946, 
and there was also a reduction in the cost of all special milk. Until July 21st, 
1946, milk at school had to be paid for by all but the poorest children, at 4d. 
for a third of a pint; after that date it was given free to all the children. From 


1In 1947, a lb. cost slightly less than 2d., and in 1946, it cost about 24d. The average 
consumption per ‘ man’ per week of all the families in 1947 was 76 oz., while that of the 
unchanged and changed families only amounted to 71 oz. in 1947 and to 74 oz. in 1946. 
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July 22nd, 1946, the price of milk available under the Government scheme to 
children under 5 years old and to expectant mothers' had been reduced 
from 2d. to 1}d. a pint. The fall in the cost of milk came too late to have 
much effect on the household outlay as recorded for us in 1946; but it 
reduced the expenditure on this food in 1947. Since, however, the figures 
of actual average outlay on food were higher for 1947 than for 1946, the 
decline in expenditure on dairy produce, groceries, and potatoes was less than 
the relative figures in Table XVIII might suggest. 

More was spent in 1947 on the main cereal foods and on the group of 
fruit and vegetables other than potatoes, the increased outlay being due 
mainly to rises in the prices of cereals and of certain dried fruits. But it also 
appeared that somewhat larger purchases of fresh fruit had been made during 
the period of our survey in 1947 than during that in 1946, mainly, no doubt, 
because in 1947 fruit was much more plentiful. The outlay on ‘ other foods ’ 
of the changed families was relatively low in 1947; but since the earners of 
these families bought, per family per week, two more dinners away from 
home in 1947 than in 1946, for which no outlay was stated, and in addition 
to this probably also more subsidiary meals—if only because these families 
had half an earner per family more in 1947 than in 1946—this relative decline 
is unlikely to indicate any substantial fall in consumption. 


(2) THE CoNsSUMPTION OF Foop 
(a) Foods Rationed Specifically 


Food rationing was fairly comprehensive in 1946 and it was even more far- 
reaching in 1947. In both years, eight main foods were rationed specifically, 
viz., meat, bacon, fats, tea, sugar, jam, cheese, and eggs, the consumer, 
however, being left free to exchange his butter ration for margarine and his 
jam ration for sugar, 'n each case weight for weight. Occasionally, the fat 
ration could be supplemented to a small extent with unrationed dripping or 
with suet rationed on ‘ points’. It also was possible to purchase on ‘ points’ 
tinned imported marmalade and jams. ‘Table XIX gives the weekly rations of 
specific foods available to adults in 1946 and 1947, between June and August. 
It was not possible in every instance to state a precise figure, because in 1946 
changes were made in the meat ration and in the tea ration, and there were 
also in both years special issues of sugar for jam-making during the period 
surveyed by us. Eggs were available to the ordinary consumer according to 
the general supply, and the actual average allowance during the whole 
period was probably in both years somewhat less than one egg per adult per 
week. 

In Table XX are shown the approximate quantities of specifically rationed 
foods that were obtained by the families of our sample, per adult ration book 
per weck. ‘hese quantitics correspond to the average consumption per 
person per weck, except as regards meat and tea. In both years ESD 
under 5 years of age were allowed no tea ration and only half of an adult’s 


1 (ne pint per day. 
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TaBLE XIX 
Average Weekly Rations: June to August 


eee 


Per Adult Ration Book 


1946 1947 
Meat ... oe weg oe mas ws wAsa2d. 1s. 3d.1 
Bacon ... o8e Ae as ds ers) BS OZ- 2 oz. 
Total Fats kes ee nee dae Bod OZ dOZe 
Butter only =86 Aas ore ree «en aro 05, 3 oz. 
Tea sce at eos rae mes say. 24,022 24 0z.? 
Sugar ... ih she nee ce say AZ 0Z.2 12 oz.* 
Jameaec. Hoe aa cre Scr noe wea O73 4 oz. 
Cheese =.; sae aes said ae wi | a OZ s 2 oz. 
Eggs (shell)... oa dee oat na, deege= 1 egg* 


1 Approximately. Until July 12th, the ration was 1s. 4d. worth of meat and after that 
date it was 1s. 2d. worth of it. ’ 

2 Approximately. For the 4 weeks beginning on July 22nd, 1946, the ration was 3 oz. 
per week ; before that date it had been 2 oz. In 1947 the allowance was 8 oz. and 12 oz. 
for alternate 4-weekly periods. 


3 Approximately. The ordinary ration was 8 oz., but a special issue of sugar was made 
available in 1946 and 1947. 4 Approximately. 
TABLE XX 
Weekly Consumption of Specifically Rationed Foods 


Per Adult Ration Book 


Unchanged Fams. Changed Fams. New All 

(55) (25) Fams. Fams. 

(83) (163) 

1946 1947 1946 1947 1947 1947 
Meat? ais ass, te ls..49d. > 1s)5}d: 1s. 4d 1s. 53d 1s. 53d. 1s. 54d. 
Bacon “ae «vee, 30/023 1.9 oz. 2.8 Oz. 2.0 oz. 2.0 oz. 2.0 oz. 
Total Rationed Fats? 7.0 oz. 7.0 oz. 7.0 oz. 6.9 oz. 6.9 oz. 7.0 oz. 
Butter only ave 210) Oz: 2.6 02. 2.8 02. 2.6 oz. 2.8 02. 2.7 02. 
Unrationed Fats* ... 0.3 oz. 0.1 oz. 0.3 oz. 0.2 oz. 0.1 oz. 0.1 oz. 
Tea: e a5 sete Si. ae 22 4'0z. Z3iOZi 2.2 oz. 2.2 oz. 2.5 oz. 2.4 oz. 
Sugar... oe ae ml OS ozo bs Oloz: 9.8 oz. 9.802% 11.0 0z.." 10.8,0z. 
Jam*... sey cee So OZ 3.8 02. 3.7 oz. 3.5 oz. 3.6 oz. SdOz 
Cheese® aoa OF 2.1 oz. 1.9 oz. 1.9 oz. 2.0 oz. 2.0 oz. 


Shell eggs, bought? 1.0 egg 1.2 egg 1.1 egg 1.5 egg 1.3 egg 1.3 egg 
Do., from own hens 0.5 egg 0.6 egg 0.3 egg — 0.2 egg 0.3 egg 


1 Including offals, but excluding cooked and tinned meal products, and sausages and 
sausage meat. 


2 Butter, margarine, lard, and cooking fat. * Including suet (rationed on ‘ points’). 

4 Including honey, and jams and marmalade rationed on ‘ points ’. 

5 Excluding the following special rations. Unchanged families, 1946, 6; 1947, 6. 
Changed families, 1946, 3; 1947, 1. New Families, 13. 


* The figures represent the numbers of eggs bought per ration book per week ; no cor- 


aate has been made for special allowances of eggs to infants, expectant mothers, and 
invalids. 


meat ration. ‘The outlay given for meat in Table XX includes the expenditure 
on unrationed butcher’s meat and in particular on offals, since it was im- 
possible for us to separate these figures; but it excludes the outlay on sausages 
and sausage meat. An average surplus outlay, above the ration, of about 24d. 
per adult ration book per week seems rather high, considering the shortage 
of offals in both 1946 and 1947, but since cuts of meat cannot be balanced 
precisely against the ration allowance and no housewife will willingly accept 
less than this, a certain amount of overweight, as compared with the weight 


that could be obtained with the outlay allowed per ration, is probably inevit- 
able. 
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The average quantities of jam in Table XX include all jam and marmalade bought 
on ‘ points ’; in this case, too, the details supplied to us were insufficient to allow of 
our distinguishing between two different types of purchases, but the amounts pur- 
chased on ‘ points ’ appeared to be relatively very small. It will be seen that in no 
instance the combined figures of sugar and jam add up to a lb. The figure for these 
foods of 16 oz. per ration book per week in Table XIX is, however, only approximate; 
the special issue of preserving sugar, of 1 lb. per ration book per 4-weekly period, 
started in both years before the fortnight during which the majority of the housewives 
kept their accounts for us. Hence the average allowance of sugar available during the 
fortnight covered by the accounts was probably less than 12 0z., as some of the house- 
wives most likely bought their special allowance in full as soon as it was possible to 
do so. As far as we could ascertain, all the families of our sample were in the habit of 
their full combined ration of sugar and jam, some of them purchasing part or all of 
their jam ration in the form of sugar. 


Special supplies of eggs were issued for infants, expectant mothers, and invalids. 
Only one person each of these two latter categories was represented in our sample, 
but there were in 1947, 53 children under 2 years old and 73 between 2 and 5 yearsold, 
the former being entitled to 3 eggs per week and the latter, as well as the expectant 
mother and the invalid, to one additional egg at each issue. No correction has been 
made for this ; neither could we distinguish between home produced eggs for which the 
egg ration had been surrendered and those for which this had not been done, these 
latter eggs being obtained from hens maintained exclusively on unrationed feeding 
stuffs. The numbers of eggs in Table XX therefore simply represent the total 
numbers of eggs per week divided by the total numbers of persons in each group. 


The decline in the consumption of bacon was due to the reduction in the 
ration from 3 ounces per person per week to 2 ounces.! Practically all the 
families of our samples for 1947 purchased their full fat ration, but 22 of 
them substituted margarine for part of their allowance of butter. Of these 
22 families, only 12 had a food expenditure per ‘ man ’ below the average, the 
remaining 10 families spending on food per ‘ man’ per week from a few pence 
over 15s. to nearly 22s. Most of the families that bought less than their full 
ration of butter recorded a relatively large outlay on meat products and fish. 


(6) Foods Rationed on ‘ Points’ 

In both years, children were allowed the same number of food ‘ points ’ 
as adults. Before the introduction of bread rationing, on July 21st, 1946, 
6 ‘ points ’ were available per ration book per week, and 8 * points ’ after that 
date. Moreover, during the first months of bread rationing, Bread Units and 
‘ points ’ were interchangeable at any food office. ‘The allowance of * points ’ 
remained unaltered until August 17th, 1947, but in 1947 it was no longer 
possible to obtain ‘ points’ for B.Us. Since, however, with the introduction 
of bread rationing all cereal foods were placed on ‘points’, including those 
that before had been unrationed, and since, further, the * points’ value of 
foods was modified frequently, and often very substantially, during the twelve- 
month period separating our two surveys, changes in the numerical size 
of the ‘ points’ ration only played a minor role in the shaping of the pattern 
of consumption of the foods rationed on points. 

The main foods that were rationed on points in the summer of 1947 are 
set out in Table XXI; the purchases are given per person per week. Rolled 
oats were unrationed in 1946, but about as much of them seem to have been 

1¥rom January 5th, 1947. 
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TABLE XXI 
Weekly Consumption of Foods Rationed on ‘ Points’ 
Per Person 
Unchanged Fams. Changed Fams. New All 
(55) (25) Fams. Fams. 
(83) (163) 
1946 1947 1946 1947 1947 1947 
Cooked Meat? pee O102: 0.3 oz. 0.3 oz. 0.5 oz. 0.5 oz. 0.4 oz. 
Tinned Meat & Fish? 1}d. 2d. 73d. 23d. 12d. 2d. 
Dried Eggs ... ... 0.5 egg? 0.3 egg? 0.8 egg? 0.6 egg? O.5egg* 0.4 egg* 
Tinned Peas & Bean 7d. 74d. 4d. 7d. 74d. 714d. 
Dried Peas Sm S20Z- 0.7 oz. 0.3 oz. 1.8 oz. 0.6 oz. 0.8 oz 
Milk, tinned‘ Os ca Db OZ 0pte 0:2 pt 0.1 pt.® 0.1 pt.® 0.1 pt.® 
Rolled Oats ... ree Oat OZs 0.8 oz. 0.8 oz. 0.6 oz. i ioz- 0.9 oz 
Cereals® en kA Oz: 1.7 oz. 1.4 oz. 1.3 oz. 1.8 oz. 1.7 oz 
Biscuits ks sqeue 11602: 2.0 oz. LeTcoz: 1.9 oz. 1.6 oz. 1.8 oz 
Dried Fruit tip <20Z: 1.2 oz. 1.8 oz. 1e2voz: 1.2 oz. 1.2 oz 
Syrup and Treacle ... 0.7 oz. 1.1 oz. 0.9 oz. 0.6 oz. 1.0 oz. 1.0 oz 


1 Including small quantities of unrationed ham and tongue. 

2 This group overlaps with the preceding one. It also includes tinned mixtures of meat 
and vegetables. 

3 Equivalent. 4 Including dried Household milk. 

5 Approximately, in terms of fresh milk (unskimmed and skimmed). 

6 Mainly ready-to-eat breakfast cereals, but also including semolina, macaroni, and 
similar products. 


bought by the families of our sample in 1947 as in 1946. If we consider the 
purchases of the unchanged families only we notice slight increases in the 
consumption of carbohydrate foods—all cereals, biscuits, and syrup and 
treacle—and of tinned and dried legumes. Their average consumption of 
tinned fish and of all meat products rationed on points, taken together, was 
probably fairly similar in both years. Less dried egg was bought by the 
unchanged as well as by the changed families in 1947 than in 1946; but large- 
scale surveys of the consumption of groceries undertaken by us have clearly 
indicated that purchases of dried eggs tend to move conversely to the supply 
of eggs in shell, and, as the figures in Table XX have shown, slightly more 
eggs in shell were available in 1947 than in 1946. 

No explanation can be offered for the very large increase in the average 
consumption of dried peas by the changed families. In 1946, only 2 of the 
25 families bought dried peas during the fortnight covered by the accounts, 
one family one Ib. per week and the other two lbs., while in 1947 purchases 
were made by 4 families, one of them, consisting of 4 persons, consuming as 
much as 4} lbs. per week. We suspected that some of the peas might have 
been used for animal feeding; but it was found that the family kept neither 
pigeons nor hens. No dried legumes other than peas were purchased by any 
of the families of our samples for 1946 or 1947. 

The purchases of foods rationed on points, together with the purchases of 
two unrationed foods—unrationed fish, including fried fish, and cocoa— 
are considered from a different angle in Tables XXII and XXIII. From the 
data in Table XXII thére emerges a distinct pattern of relative demand for 
these several foods. Those in demand by the largest proportion of families 
in all the three groups were unrationed fish, tinned fish and meat products 
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TABLE XXII 
Numbers of Families Purchasing Certain Foods 
As Percentage of Total Number of Families in Group of 
55 Unchanged 25 Changed 83New 163 Fams. 
Families Families Fams. Fams 
1946 1947 1946 1947 1947 1947 
% % % % % % 
Fish, unrationed! ... 89 85 76 80 84 84 
Meat and Fish on 
‘ points ’ aes 76 65 68 88 63 67 
Eggs, dried ... sea 29 22 40 40 30 29 
Milk, tinned a 31 38 36 28 35 35 
Milk, Household .... 11 5 12 — == 2 
Dried Peas <o 16 27 8 Sy 23 26 
Rolled Oats ... ase 18 22 20 ily. 25 22 
Biscuits Bs ca 64 78 76 68 72 73 
Cocoa note ase 29 15 28 16 20 18 
Dried Fruit wee 49 4a 60 40 49 46 
Syrup and Treacle ... 27 31 28 24 36 33 


1 Including fried fish. 


rationed on points, and biscuits, which, on the average, were purchased by 
between two-thirds and three-quarters of the families. From about a third 
to half of the families bought dried fruit, tinned milk, and syrup and treacle. 
The demand was less clearly defined for a number of other foods; but some 
allowance must be made for the fact that since all the figures in Table XXII 
are percentages, differences are magnified with respect to the small group of 
25 changed families. The decline from 1946 to 1947 in the number of families 
buying cocoa was probably due to two related causes : first, since the end of 
1946 cocoa had become somewhat scarce, and, secondly, while the price of the 
main brands had risen the cheaper qualities of cocoa had almost vanished 
from the market. In 1946, the average price paid for cocoa by the families 
of our sample had been 1s. 5d. a Ib. ; the price paid by the families in 1947 
amounted to slightly over 2s. Household milk was unrationed in 1947, but 
only stocks left in the hands of the retailers were still being sold, and only 3 of 
the 163 families bought any during the period of our survey. 

In comparing the figures of consumption per family per week in Table 
XXIII it should be remembered that in 1946 the changed families numbered 
half a person and in 1947 one person more than the unchanged families, while 
the new families were half a person larger than the unchanged families but half 
a person smaller than the changed families in 1947. It will, however, be 
seen that not in all instances the larger average quantities were bought by the 
largest average families; yet, on the whole, some general pattern of con- 
sumption is at least sketched, if not clearly outlined, by the data in Table 
XXIII, in particular if we only compare the figures relating to the purchases 
made by the unchanged families in 1947 and by the new families. 


(c) Foods Rationed on B.Us. 


The rationing of bread, flour, cake, and buns began on July 21st, 1946. 
It had no noticeable effect on the consumption of these foods as recorded in 
the household accounts for 1946, for although a few accounts extended 
beyond that date, the rationing was widely ineffective for several weeks after 
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TABLE XXIII 
Weekly Consumption of Certain Foods 


Per Family Actually Purchasing 


Unit Unchanged Changed New All 
Families Families Fams. Fams. 
1946 1947 1946 1947 1947 1947 
Fish, unrationed!.. a OZ: 30.0 31.9 42.8 33.1 33.8 33.0 
Meat and Fish on ‘points’ d. 15 78 18 214 234 21t 
Eggs, dried?* “ae cee 79 7.0 9.6 9.0 8.1 7.8 
Milk, tinned ee eae metite 0.9 deal oy 1.4 LZ 31 
Milk, Household‘... mee pint® 33 4.0 2.0 — — 4.0 
Dried Peas sai aa SOZ. 15,1 12.3 20.0 31.0 i353 16.3 
Rolled Cats are 2s OZ; 18.4 16.7 20.8 29.3 22.9 2153 
Biscuits... aor <t, Oz: 11.4 11.8 113 15.5 11.1 12.0 
Cocoa mae fais ee OZ. 4.9 4.5 6.3 6.0 4.2 4.6 
Dried Fruit a eae OZ: Le 12:3 15:2 16.8 12.8 13e2 
Syrup and Treacle | ccs) OZ: 17 16.5 16.0 14.7 14.4 15:9 


1 Including fried fish. 2 One packet equals 12 eggs in shell. 3 Equivalent. 
4 One tin equals 4 pints of fresh milk (skimmed). 


its introduction, and the housewives stated that their bakers did not ‘ bother ’ 
about B.Us. In the summer of 1947, however, the rationing of these foods 
was established. Hence it is of considerable interest to consider the con- 
sumption of them during the sampling periods in the two years. 

In Table XXIV are set out the quantities of bread, flour, cake, and buns 
obtained per person per week by the families of our sample in 1946 and 1947. 
Table XXV shows the number of B.Us’ required for a given quantity of these 
foods, while in Table XXVI the figures of consumption in 1946 and 1947 are 
translated into B.U. requirements per family per week and compared with the 
ordinary weekly allowance of B.Us. per average family, of the unchanged and 
of all the families. In termsof B.Us., the consumption of the unchanged 
families was slightly higher in 1947 than in 1946, so that, as regards these 
families, no saving in flour was effected through rationing.t The figures of 
consumption in terms of B.Us. indicate that in addition to their ordinary 
allowance of B.Us, each family consumed on the average bread and flour 
equivalent to another 11 B.Us. per week. All the families of our sample 
were, however, in receipt of some special allowances of B.Us. for manual 
workers, amounting to 6 B.Us. per week for a man or boy and 2 B.Us. for a 
woman or girl. The precise amount of these allowances could not be calcu- 
lated by us, since it was not always clear whether or not a son or daughter 
belonged to the category of “manual workers’. At most, however, the 
unchanged families could have obtained only about 8 additional B.Us. and 
all the 163 families taken together about 9 B.Us. per family per week. This 


1The figures of weekly consumption in terms of B.Us. f 
et eka ater p or the changed and the new 


fers Families New Fams. 


Persons per family a Nee ea 335 5.12 360 re 
B.Us. allowed \perfamily ... ...  ... 482 52.3 56.5 


B.Us. consumed f per week as = Sie 68.6 64.8 46.9 
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TABLE XXIV 
Weekly Consumption of Foods Rationed on Bread Units 


Ounces per Person 


Unchanged Fams. Changed Fams. New All 

(55) (25) Iams. (83) Fams. 

(163) 
1946 1947 1946 1947 1947 1947 
Bread sis een GS 73.6 76.6 67.3 66.3 68.7 
Flour ee aes 7.6 4.6 On 6.1 4.8 4.9 
Cake and Buns 5.5 Ded, 6.1 6.6 133 6.7 


TABLE XXV 
Value of Bread Units 


oz. B. lb. 
Bread ue Ae 14 2 
Cake and Buns ae 16 2 
Flour eae oes 16 3) 
TABLE XXVI 


Allowances and Expenditure of Bread Units 


Age B.Us. Unchanged Fams. (55) All Fams. (163) 
Group Allowed per 1946 1947 1947 
(years) Week Persons per Family 
(Ord. Rat.) 

Under 4 re 5 0.51 0.36 0.50 

4—11 iu 9 0.91 0.96 tly) 

11—18 aa 13 1.04 1.10 0.95 

Over 18 ste ss) 2.18 2.22 2.40 
Total No. of Persons 4.64 4.64 5.02 
B.Us. allowed per Family 43.9 44.7 47.0 
B.Us. consumed \ per Week 55.1 56.1 58.1 


suggests that one small loaf of 14 oz. was purchased for every 5 persons per 
week without the surrender of B.Us.! 

The similarity of the figures for the unchanged families in both years, and 
for all the families of the sample in 1947, suggests that for working-class 
families of a structure similar to that of the families of our sample the figures 
of consumption were fairly typical. If that was the case, and if, therefore, the 
rationing of flour and flour products did not curtail their consumption of 
these foods, as compared with their pre-rationing consumption, it follows that 
all the saving of flour that was effected must have been imposed upon other 
families,? whose average consumption must have been curtailed by far more 
than the 5 or 6 per cent that were officially stated to have been the overall 
saving. 


1 As long as bread rationing lasted it was possible to obtain B.Us. against the surrender 
of an equal number of ‘ points’; but none of the families of our sample effected such an 


exchange. “At 
4 rose in so far as reduced supplies to canteens and similar places affected the con- 


sumption of flour of the families of our sample. 
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(d) Milk and Meals Out 
The consumption of milk is broadly surveyed in Table XXVIJ; it will be 
considered more fully in the Appendix. It should be noticed that the figures 


TABLE XXVII 
Weekly Consumption of Fresh Milk 


Pints per Person 


Unchanged Fams. Changed Fams. New All 

(55) (25) Fams. Fams. 

(83) (163) 

1946 1947 1946 1947 1947 1947 
Total oe moe 4.6 4.2 4.1 4.1 4.7 4.4 

Of this : 

Ordinary ... 606 2h 2.8 2.8 2.8 2.9 2.8 
Government cae stl 0.9 7.0 0.9 7.2 7.0 
School 0.8 0.5 0.3 0.4 0.6 0.5 


of total average consumption in Table XXVII include the consumption of 
both Government milk and school milk, the former being supplied under the 
Government scheme to children under 5 years old and to expectant mothers, 
and the latter to children at school. Of Government milk, one pint was 
available per day to those entitled to it, while a third of a pint per day, or 
more, was obtained by most of the children at school. In 1946, most of the 
families in receipt of Government milk paid 2d. a pint for it, while in 1947 
it only cost 13d. a pint. Milk at school was free to all children in 1947, while 
in 1946 only 21 of the 112 children at school, of the unchanged and the 
changed families, obtained their milk free, the other children who took it 
paying for it at the rate of 13d. per pint. Government milk was supplied free 
to 2 children of one unchanged family in 1946 and to one child of a new family 
in 1947. 

The average number of midday meals’ consumed at school per child 
attending it are given in Table XXVIII, together with the weekly number 


TABLE XXVIII 
Main Meals Away from Home 


Group of No. of Meals per Week Av. Price 
Families Per Person Per Child at School Hache cite at 
eee at Work Bought Free Sid. d 
76 1.5 1.9 41 a : 
Uetengen 1947... 2.2 2.3 0.6 i 6 3 
1.5 1.5 0.7 1 
Changed 1947 1.2 3.4 — 13 if 
New 1947 2.1 1.6 1.4 oS 5 
All 1947 1.9 2.0 1.0 1 5} 5 


of main meals consumed per adult at work, women working part-time having 
been counted as half an earner. For the unchanged families, the number of 
meals per adult at work was approximately 50 per cent higher in 1947 than 
in 1946, amqunting in 1947 to about 24 meals per week. The number of 
meals per child at school of these families was nearly the same in both years 
but only about one-fifth of the meals were obtained free in 1947 as Geainst 
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two-fifths in 1946. The earners of all the families in 1947 bought on the 
average about 2 main meals each per week, while the children at school of all 
the families had each on the average 3 midday meals per week at school, one 
of these meals being given free. The average price of the meals at school for 
which payment was made was 5d. per meal, while the earners’ meals cost 
slightly over 1s. 5d. each. The cost of a luncheon or dinner at the works 
canteen was usually less than this, but some of the housewives explained that 
the earners of their families did not like these meals and purchased their 
dinners elsewhere. In some instances no canteen or British Restaurant may 
have been available. The prices paid for main meals eaten regularly in cafés 
and similar places varied from ts. 8d. to 2s. 6d. per meal.! 


(3) NUTRITIONAL INTAKE 


(a) Intake in 1946 and 1947 

The average nutritional intake from the diets purchased by the house-. 
holds of our sample has been calculated by us by means of scales recom- 
mended by the Ministry of Health, for calories and for protein. The standard 
daily requirements laid down for an adult male are 3,000 calories and 70 
grammes of protein. The requirements of other age and sex groups are given 
in Table X XIX, expressed as indices based on these standard figures. It will 
be noticed that the highest requirements for protein are found in the age 
groups from 12 years to 21 years, no differences being shown in the scale 


TABLE XXIX 
Nutritional Requirements 


Absolute Requirements per Day 


Calories Protein 
gm. 
Male, 21 years and over eee ade 3,000 70 

Relative Requirements 

Calories Protein 
Male, 21 years and over ists aoe 1.00 1.00 
Female, 21 years and over aie Pais 0.83 0.86 

Juveniles and Children 

17 years—21 years... soc “oe 1.00 1.29 
15 years—17 years... ie xe 1.00 1.43 
12 years—15 years... oe Boe 0.97 1.36 
7 years—12 years... 56 moit 0.70 0.93 
3 years—7 years ae Car nce 0.50 0.71 
1 year—3 years ane ie one 0.37 0.60 
6 months—12 months ~ oe mae 0.27 0.33 
Under 6 months “EE mee Bee 0.20 0.26 


between the average needs of boys and of girls, although in practice such 
differences probably exist. However that may be, it is immaterial for our 
purpose, since in any case our figures of nutritional intake—being derived 
only from quantities of foods as purchased and not of diets as cooked and 
eaten—can only claim to be approximations. 


1 In one or two instances, more than this was paid for an occasional meal purchased on a 
holiday. 
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The intake available per ‘ male adult equivalent ’™ per day is given in 
Table XXX. It will be seen that all our figures-of average nutritional intake 


TABLE XXX 
Nutritional Intake 


Per Male Adult Equivalent per Day 
Calories Protein (grammes) 


total animal 

Average Requirements : 3,000 70 —! 
eae 250 91 41 

1946 w00 23525 
Unchanged Fams. 1947 -. _ 3,350 93 40 

1946 2.2 3 AOU 97 40 
Changed Fams. 1947... 3,150 91 39 
New Fams. 1947 wwe 3,000 97 at 
All Fams. 1947 eee SO 94 42 


1 Not given. 


are above the corresponding figures of standard requirements, for calories 
as well as for protein. The decline from 1946 to 1947 in the average intake of 
the 25 changed families, of calories and of second-class protein, was brought 
about mainly by a reduced average intake of bread and flour. The data at our 
disposal do not enable us to say whether this decline in consumption was 
merely the result of rationing or whether it reflects at least in part reduced 
nutritional needs. It is, however, possible that the changed families, which 
were larger by half a person per family in 1947 than in 1946, contained in 1947 
proportionately fewer heavy workers, z.e., fewer people with exceptionally 
large requirements for calorific foods. The relatively high intake of animal 
protein by the mew families, as compared with the average intake by the 
other groups of families, cannot be traced back to a single direct cause; but 
there may have been one main indirect cause for it, namely the fact that 
these families contained the largest proportion of young children. Hence 
they not only obtained the largest quantities of milk per “ male adult equiva- 
lent’ but they also had the highest average consumption of certain first-class 
protein foods rationed on ‘ points ’, since they had at their disposal the largest 
number of ‘ points’ per ‘ male adult equivalent ’. 


(b) Nutritional Values and Cost of Different Diets 

The several categories of rationed and unrationed foods, and the nutri- 
tional intake derived from them, are shown in Tables XXXI 4, B, and c. 
The important role played by the foods rationed on B.Us. springs at once to 
the eye; these foods supplied on the average about a third of the total calorific 
intake and well over a third of the total intake of protein. The supply of 
animal protein was derived in nearly equal parts from all the rationed foods 
excluding the foods rationed on B.Us., from fresh milk, and from unrationed 
foods—these latter being mainly fish, unrationed meat products, and meals 
away from home. 


1In previous papers the term used was ‘ per man’. Since, however, these nutri- 
tional ‘ man’ values were liable to be confused \. ith our cost ‘ man ’ values, employed in this 
as in all the preceding papers in this series, we decided to replace ‘ man’ by ‘ male adult 
equivalent ’ whenever we are referring to the unit of nutritional intake. 


FAMILY EXPENDITURE IN 1947 417 


TABLE XXXIA 
Calorific Intake from Different Diets 


Per Male Adult Equivalent - per Day 
80 Unchanged Families 163 Fams. Lowcost diet 


head. 1946 1947 1947 April 1948 
Specifically Rat. Foods... a 890 860 880 815 
Foods Rationed on ‘ Points’ mes 125 145 150 505 
Foods Rationed on B.Us. ay ate) 1,095 1,100 1,055 
Fresh Milk (incl. School no) ee 295 265 290 265 
Potatoes be sels 165 160 170 145 
Other Foods 3s ae oe 665 825 810 215 
Total 38 aes eae iat 3,250 3,350 3,400 3,000 


TABLE XXXIB . 
Total Intake of Protein from Different Diets 


Grammes per Male Adult Equivalent per Day 
80 Unchanged Families 163 Fams. Lowcost diet 


1946 1947 1947 April 1948 
Specifically Rat. Foods... Shc 14 14 14 11. 
Foods Rationed on ‘ Points’ we 3 3 3 16 
Foods Rationed on B.Us. A 35 35 34 30 
Fresh Milk (incl. School es ae 13 12 13 12 
Potatoes tee ar + 4 5 3 
Other Foods ce cee = 22 25 25 iy 
Total ii eee see ae 91 93 94 84 
TaBLE XXXIc 


Intake of Animal Protein from Different Diets 


Grammes per Male Adult Equivalent per Day 
80 Unchanged Families 163 Fams. |Lowcost diet 


1946 1947 1947 April 1948 
Specifically Rat. Foods... ten 13.6 13.5 137. 142 
Foods Rationed on ‘ Points’ ice 1.3 1.0 1.1 0.6 
Foods Rationed on B.Us. P — — — = 
Fresh Milk (incl. School a ache ifs fal 11.7 12.8 11.9 
Potatoes Re ae — — 3 =e 
Other Foods ae s0 ee 13.0 13.8 14.4 9.1 
Total See a ae mr 41.0 40.0 42.0 32.8 
TABLE XXXID 
Outlay on Different Diets 
Per ‘ Man’ per Week 
80 Unchanged Families 163 Fams. jLowcost diet 
-1946 1947 1947 April 1948 
goes Gi: sxpids Sigad: s> bd: 
Specifically Rat. Foods sep ss 4 4 4 1} 4 3 3 7% 
Foods Rationed on ‘ Points’ 10 1 02 1 1} 1 94 
Foods Rationed on B.Us. 
Bread and Flour Le 5 1 4} 1 44 1 42 
Cake and Buns ... ie 6} 74 8} — 
Fresh Milk (incl. School Milk) Dae 1 8} 1 6} 1 7} 1 8} 
Potatoes Fe ane 104 9 84 6 
Other Vegetables and Fruit? 2 0 Poi 2 08 Le 
Other Foods eS ce 2 11} 3 7} 3 64 Ya 5 
Oe AS ee ee ee ee ee 
Total oF Sis nae nee) 4 7d 15 3} 15 44 12 74 


ee eS eee 


1 Fresh and tinned only. 
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We compare the standardized intake from the average diets of our sample 
in Tables XXXI a, B, and c, and, further, in lable XX XID, the outlay on 
these diets, with the intake from, and the cost of, an inexpensive diet the 
schedule of which we compiled in April 1948, in our series on low cost diets". 
The only alteration made in the low cost diet, as compared with the original 
schedule, is that in the present paper we have allowed for the purchase of the 
butter ration, which originally was replaced by margarine, thus raising the 
outlay per ‘man’ per week by 13d. above our original figure. Potatoes were 
rationed in April 1948, at 3 lbs. per head per week; this determined the 
amount of them that could be included in the low cost diet. 

In comparing the data in Tables XXXI a, B, and c it should be remem- 
bered that, as shown in ‘lable XXIX, the ‘ male adult equivalent ’ values per 
person for calories are not identical with the ‘ male adult equivalent ’ values 
for protein; on the other hand, they are, on the average, practically the same 
as our cost ‘man’ values?, employed in calculating our figures in Table XX XID. 
The divisor used for obtaining the figures of average protein intake is 
approximately a fifth larger than the divisors used for calculating the averages 
of calorific intake and of cost. Hence in order to make the protein value in 
Tables XXXI B and c commensurate with the figures of cost, these figures 
would have to be multiplied by about 0.83, or, inversely, the protein values 
would have to be multiplied by 1.20. However, it is basically the demand for 
calories that determines the outlay on inexpensive diets, and the comparison 
between the data in Tables XX XI a and XXXI D is a straightforward one. 
And although it seemed necessary to point out the inherent differences 
between the different sets of data, little would re gained by attempting any 
adjustments. For, in any case, the figures in these tables represent merely 
averages and have no reference to the diet of any particular person, since 
specific foods are not shared in proportion by the members of a family but 
according to habit and to individual needs. 

Fundamental differences in the two sets of figures—those derived from 
our sample of household accounts and those relating to the low cost diet in 
April 1948—are evident with respect to the foods rationed on points and to 
the residual group of * other foods ’. They arise as far as nutritional intake is 
concerned mainly from two interrelated facts. In compiling the schedule 
of a low cost diet we assumed that no meals were obtained away from home, 
and that the outlay on anything that might be termed a ‘ semi-luxury ’ 
should be minimised as far as reasonably possible. It was therefore essential 
for the foods rationed on points included in the diet to have high calorific 
values, 1.e., they had to be mainly starchy foods. This also resulted in a 
relatively large average figure of second-class protein from this group, but in 
a very small average figure of animal protein. 

No direct relation exists between the aumber of ‘ points ’ and the amount 


ver BULLETIN, Vol. 10, No. 5, 1 faintly Diet at Low Cast, by T. Schulz, Tables IIT and 
*Cf. Part 1, Table II. 
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of money required for the purchase of foods thus rationed. In general, more 
“ points ’ have to be given up per unit of money spent for foods that are scarce 
and dear than for those that are cheap and in good supply. Hence a housewife 
having at her disposal a given number of ‘ points’ would be liable to spend 
the more on foods rationed on ‘ points ’ the cheaper the kinds of food bought 
by her, a fact that is demonstrated in the figures of outlay in Table XXXI p. 
The higher outlay on specifically rationed foods by the housewives that kept 
the accounts mainly reflects their higher outlay on meat, partly resulting from 
the larger meat rations in the summer of 1946 and 1947 than in April 1948, 
and partly due to the fact that the figures of their outlay on meat also included 
purchases of unrationed offals. In April 1948, the meat ration amounted to 
oniy a shilling’s worth per person over 5 years old, and only this outlay on 
meat was allowed in our schedule. 

No outlay on cake or buns was assumed in the low cost diet, and only 
the least expensive vegetables were included in it. The only fruit assumed to 
be purchased was 64 oz. of oranges per person per week, costing about 3}d. 
per person (44d. per ‘ man’). 


(4) CoNCLUSION 


Our survey of the purchases of food of 163 families during a fortnight 
in the summer of 1947 indicated that the average expenditure on food was 
slightly higher—between 5 and 6 per cent—than it had been 12 months 
earlier. This could be accounted for by the increased expenditure on un- 
rationed foods. Rationing was more comprehensive in 1947 than it had 
been during our survey in 1946; in particular, flour and all flour products 
were rationed from July 21st, 1946. In spite of this we found no indication 
that as a result of it the purchases of these foods by the families of our sample 
had been reduced; in the summer of 1947, their consumption of them 
amounted, however, to more than was accounted for by their average allow- 
ance of B.Us. 

The changes in the average nutritional intake from the summer of 1946 
to the summer of 1947 were insignificant, a small rise in the standardized 
calorific intake of 3 per cent and in that of total protein of 2 per cent, being 
accompanied by a small fall of about 2 per cent in the corresponding intake of 
animal protein. 

T. SCHULZ. 
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APPENDIX : THE CONSUMPTION OF MILK 


We saw in Table XXVII that during our sampling periods in 1946 and 1947, the 
average consumption of fresh milk purchased at home at the full price,* amounted to 
about 2} pints per person per week. The average consumption of tinned milk lay 
between 0.1 pint and 0.2 pint (Table XXI). For the purpose of studying the domestic 
consumption of milk in some detail the families may conveniently be sub-divided 
into 3 groups, one consisting of families with children under 5 years old that received 
Government milk, a second group consisting of families with children at school who 
could obtain there a third of a pint of milk on each school day, and the final group 
comprising the families that had no children aged less than 15 years, and none of 
whose children was still at school. In our sample for 1947 there were 80 families in 
the first group, 64 families in the second, and 19 families in the last one. 

In Table 1 we show the domestic consumption of milk—fresh milk and tinned 
milk added together—per person per week, of the 64 families with children at school 
but no children under 5 years old, compared with their outlay on food per ‘ man ’ per 
week, and in relation to the average size per family and the average number per 
family of children at school. Children at school and juveniles up to the age of 18 years 


TABLE 1 Weekly Milk Consumption of 64 Families with Children at School? 
Domestic consumption of all milk, per person per week. (Figures in columns: heavy type, 


total No. of families ; below : per family, average No. of persons; average No. of children 
at school). 


Food Expend. 1 pint + (2 pints + | 3 pints + | 4 pints + | 5 pints 
per ‘ Man’ per Week and over 
1 
Under 10s. 7.0; 4.0 
2 
10s. + 8.0; 4.5 
1 2 1 
11s. + 720 324.0012 5.0 F152 | 77-0284.0 
2 
12s. + $.0=. 3:5 
3 3 1 1 
13s. + : £0 572:0% 3.02910 
1 1 1 
14s. + 9.0; 3.0 4.070 PS053.0 
1 5 2 1 
15s. + 3.0)5 OL.0) 94.22°2.6 1430 21.06.0810 
2 3 2 
16s. + ZOS3.5 4.0) 552:0-)\03.0 S420 
1 4 
17s. + 4.0; 1.0 | 4.5; 1.8 
2 
718s. + 3.0; 1.0 


6 5 1 
19s. + and ovey 3.855 L763 4312s 0re tO 


5 10 27 18 4 
78 38|61; 21 | 47; 20|38; 15 | 43: 1.5 


_ 


1 T.e., not obtained under the Government scheme for children under 5 
a pint or free. 2 No children under 5 years old. years cies tee 
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were entitled to 3} pints of milk per head per week, at the full price of 5d. a pint, while 
older persons were only allowed between 23 and 3 pints per week; but it was possible 
to buy more than this amount if a dairyman had an unsold surplus of milk. It will be 
seen in Table I that the consumption of milk bore little relation to the families 
outlay on food, families whose members liked milk apparently purchasing as much as 
they could obtain, and others as little as they wanted. About three-sevenths of the 
64 families drank between 3 and 4 pints per person per week; about a quarter of the 
families drank less, and about a third of them drank more. cy : ‘ 

The corresponding picture of milk consumption for the 80 families with children 
under 5 years old is given in Table 2. In calculating the milk consumption for the 
purpose of Table 2 we have omitted all the children in receipt of Government milk 
as well as the milk received for them, viz., 7 pints per child per week. The average 
numbers per family of such children will be found in Table 2 as the last figures in 
the sequences giving the average number of persons per family, the average number of 
children at school, and, finally, the average number of children under 5 years old. 
The figures in heavy type above these figures indicate the number of families in each 
of the cross-sections, similar to the corresponding figures in Table 1. A consumption 
of fresh and of tinned milk per person over 5 years old per week of between 3 and 4 
pints was recorded by just under a third of the 80 families ; over three-eighths of them 
consumed more, and over a quarter of the families consumed less than this. ; 

None of the 19 families with no young children consumed less than their approxi- 
mate allowance of milk, and as will be seen from the data in Table 3, nearly 95 per 
cent of them consumed at least 3 pints per head per week. These 19 families were, 
however, all fairly small, comprising on the average only 4.1 persons, as compared 


TABLE 3 
Consumption of All Domestic Milk Excluding Government Milk and Children Receiving it 


Total Pints per Person per Week 
No. under1 1—2 2—3 3—4 4—5 5 & over 
(a) Families with small Per cent of total number 
Children... 5c 80 226: 7.5 18.8 32.5 1H 271.2 
Persons Sas wen) we 4S Zo 17.7 20.3 30.6 16.4 iM fee 
Children at School ... 125 2.4 16.0 24.8 27.2 18.4 17.2 
Children under5  ... 116 4.3 9.5 78.1 317.0 16.4 20.7 
(b) Families with Childre 
at School ... ne 64 — 7.8 15.6 42.2 28.1 6.3 
Persons cee wr Le —=— 12.5 19.6 40.7 271.8 5.4 
Children at School ... 126 — 15.7 16.7 42.1 27.4 4.7 
(c) Families with no 
young children... 19 a — Se 36.8 31.6 26.3 
Persons anc sch 78 — —_ 3.8 34.6 34.6 27.0 


with 5.5 persons per family with children under 5 years old, and 4.9 persons per 
family with children at school but no children below school age, and the fact that in 
cooking small quantities tend to go relatively less far than large quantities may have 
somewhat affected their demand for milk per head. Moreover, the older the children 
the less satisfactory is the nutritional intake provided by the family rations and the 
greater the need to obtain what supplementary nutriment is available. 

An interesting comparison is afforded in Table 3 of the milk consumption of the 
two groups of families with young children. It will be seen that the percentages of 
families purchasing between 1 and 2 pints per person over 5 years old per week are 
almost the same for the two groups, which points to the existence of a distinct pro- 
portion of families that do not care for milk. Some of the families with children under 
5 years old probably drew on the milk supplied for their children under 5 years old 
for the general use of the family; this is certainly suggested with respect to the small 
percentage (2.5 per cent) of families representing 2 of the 80 families with small 
children, that consumed less than one pint of fresh and tinned milk per person over 5 
years old, over and above the milk allowed for their infants. 

In Table 4 we show the consumption per head of all the milk obtained by the 
housewife (ordinary fresh milk, Government milk, and tinned milk) of the 80 families 
with children under 5 years old. A decidedly unsatisfactory consumption of milk was 
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recorded by only 6 per cent of the families; on the other hand, 16 per cent of the 80 
protic recorded an excellent consumption of milk, of practically a pint per head per 
ay. 
_ Table 5 considers the purchase of tinned milk in relation to the purchases of fresh 
milk, per person over 5 years old. Purchases of tinned milk during the period of our 


TaBLE 4 Total Domestic Milk Consumption of Families with Small Children? 


Total | Pints per Person per Week 
Number | 2—3 3—4 4—5 3—6 6 and over 

de Per cent of total number 
Families... i so. 6.2 23.8 30.0 23.8 16.2 
Persons nas ~~ 428 | 10.7 25.5 28.7 20.1 15.0 
Children at School 125 13.6 32.0 27.2 16.0 11.2 
Children under5 ... 116 | 78: 21.5 28.4 23.3 19.0 

1 Including Government milk. 
. TABLE 5 
Weekly Domestic Consumption of Fresh and Tinned Milk per Person over 5 Years 
tig Type of Number of Families: Fresh Milk 

B Families under 1 pt. 1 pint + 2 pints + 3 pints + 4 pints 
less than Child. under 5 1 al E 2 E 2 : 
¢ pint No - - 1 1 8 ub 

Child. und - 
on athe —ikggeo le emia ab pti peed ee | 
Child. under 5 ~ = 

SS seat | neater aa : 1 3 1 
3 pt.—1 pt. ips eee 5 5 is . a 3 
1 pt. and over wig comer a ie ia 2 ; 
Av. 0.4 pt. Child. under5 1 3 8 8 6 
Av. 0.5 pt. No 3 2 1 4 21 6 


survey in 1947 were recorded by 60 of the 163 housewives that kept an account. It is 
interesting to notice that it was largely the families with a fair average consumption 
of fresh milk that purchased additional tinned milk, and not, as in pre-rationing days, 
the families with an exceptionally low consumption of fresh milk. The reason for 
this is obvious: in general, a family will not take less than their allowance of fresh milk 
and yet surrender precious ‘ points ’ for tinned milk. We found, however, two rather 
striking exceptions to this rule. Two families of our sample, consisting of 9 and 
of 7 persons, the former comprising 5 earners and the latter 3 earners, and neither of 
them obtaining any Government milk, purchased, per head per week, only about a 
third of a pint of fresh milk. In addition they consumed, per head per week, nearly 
a pint of tinned milk, the housewives explaining that the only kind of milk finding 
favour with the members of their families was sweetened condensed milk. 

Milk at school is available free to all children since July 21st, 1946. During our 
survey in 1946 milk at school was obtained free by 21 of the children of the 80 un- 
changed and changed families; 37 of the children of these families bought on each 
school day two-thirds of a pint, and 61 children bought one-third of a pint. No milk 
at school was taken by 17 children. During our survey in 1947, one boy was stated 
never to drink milk at school, and one girl to drink it only occasionally. A number of 
housewives explained that although their children could have milk at school they were 
not certain whether the children actually took it, or, if so, whether they took it 
regularly. In two instances we were informed that a child was very fond of milk, and 
that it consumed at school two-thirds of a pint a day whenever some surplus was 


available, 


THE JAPANESE CURRENCY REFORM : A LESSON IN MONETARY 
EXPERIENCE 


Since the end of World War II, monetary reforms have been a feature of 
the plans of almost every major country that has had to take radical measures 
to deal with the problem of inflation. The role of monetary reforms in the 
overall strategy of combating inflation varied in emphasis. In some countries 
currency reform was a major facet of complex plans ordinarily involving 
deposit-blocking along with a capital levy and direct controls over prices, 
wages and output; in other countries currency reform was but an ancillary 
measure to facilitate extraordinary tax measures. 

The efficiency of the currency reform itself in contributing to the defeat 
of inflation is difficult to assess. Characteristically, however, when currency 
in circulation (or currency plus free deposits) is plotted from the conversion 
date onwards, the monetary aspects of the progress of inflation in the countries 
which have resorted to this device in practically every case assume a V- 
formation; if plotted by ratios, or on semi-log paper, the slope of the right- 
hand side of the V indicates to some extent the failure of the reform by 
measuring the rapidity with which liquid funds have attained their conver- 
sion-date levels. 

The matter is also complicated by the fact that in several countries which 
have undergone monetary reforms, foreign credits have allowed imports 
of materials, further obscuring the effect of the internal reform measures in 
checking inflation. 

The monetary reform which took place in Japan during the first week of 
March 1946 allows greater isolation of the effects of monetary reform per sein 
curbing inflation than is usually possible. Here was a country in which note 
issue and prices were many times their pre-war levels and rising rapidly, 
while production was virtually at a standstill. Nor did a coherent wage 
policy exist at the time of monetary reform and for over a year afterwards. 
Foreign credits in the usual sense were not available and from 80 to go per 
cent of the reduced amount of imports coming to Japan at the time was food 
under the ‘ disease and unrest ’ formula, rather than raw materials upon which 
the economy was heavily dependent. In addition, the other major prongs 
of the anti-inflation attack, a capital levy and war-indemnity tax, and a 
production allocation scheme, were not carried into effect until the initial 
impact of the currency reform had ebbed away. For almost a year, therefore, 
the monetary reform aspect of the anti-inflation programme had to carry the 
burden of the < tempt to stabilise the Japanese economy. That a monetary 
programme alone could be expected to deal effectively with an inflation of 
the kind Japan was experiencing is, most will agree, unlikely; it is rather the 
purpose here to show, at least roughly, to what extent such a reform affected 
the inflationary trend and to outline the chief reasons for the failure of the 
Japanese anti-inflation programme. 


1“ White Paper of the Japanese Government’, July 4th, 1947, in Monthly S 
Non-military Activities in Japan, Supreme Commander for the Allied Power paart tid 
p. 50-51. (Hereafter referred to as ‘ Monthly Summary S.C.A.P.’) ; 
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I. THE BackGROUND oF CURRENCY CONVERSION 


Virtually unhampered access to Bank of Japan credit by the Government 
during the war had increased the note issue of the Bank from 6.0 billion yen 
at the end of 1941 to 42.0 billion at the end of August 1945. The method of 
war finance used by Japan during most of the war period contributed directly 
and largely to the expansion in currency circulation. Briefly described, 
the Bank of Japan would initially take the Government’s bonds, establishing 
credits to the Government in return. Customarily the Bank took about two- 
thirds of each issue, a proportion which rose in later war years, while a 
Government savings bureau which collected savings of the masses took the 
remainder. The expenditure of these funds by the Government would build 
up deposits and excess reserves of commercial banks. These banks were 
then encouraged to invest their surplus reserves in the Government bonds 
initially taken by the Bank of Japan. To the degree that such bonds were not 
“absorbed ’ by the banking system but allowed to remain with the Bank of 
Japan, an increase in currency in circulation resulted. Extensions of credit 
by the Bank of Japan to the Government was increasingly supplemented in 
the last two years of war by direct advances in addition to investment in 
bonds." In later years of the Greater East Asia war increasing resort was had 
to measures requiring banks and financial institutions to invest fixed quotas 
of their deposits and liquid funds in Government bonds. This process back- 
fired, in that the Bank of Japan had to expand its loans to these institutions 
to allow them to maintain their cash reserves and ease the financing of war 
industries, thus indirectly aiding enlargement of the note issue.? 

Throughout the 1941-45 period tax revenues never exceeded about a third 
of annual budgets. In 1941 war expenditures accounted for 23 per cent of 
gross national product whereas in 1944 this figure had risen to 51 per cent.3 

Despite the enormous pressures upon prices created by the increase in 
liquid funds, a greater volume of transactions, increased subsidies and 
intensified price and rationing controls initiated in mid-1940, together with 
a heightened savings campaign, succeeded in keeping the general price index 
rising much more slowly than the currency issue. Even if legal price indexes 
are neglected in favour of an index reflecting black market prices during the 
war period, this appears to have been the case, although quality deter’oration, 
of course, cannot be taken into account.* 

Industrial production during the war years averaged approximately 
double the 1930-34 average, and peak output was attained in 1941. Not until 
the latter part of 1944 did total output begin to fall seriously among manu- 

1 On December 31st, 1945, direct advances totalled 11 billion yen. See Japan Economic 
Statistics, (hereafter referred to as J.E.S.), Supreme Commander for the Allied Powers, Feb. 
ae See IES F. ‘ The Financial Position of China and Japan,’ American Economic 
Review, May 1946, p. 620. ; ; : 

3 U.S. Strategic Bombing Survey Report, ‘The Effects of Strategic Bombing on Japan’s 
Economy,’ 1946, p. 16. 


4See black-market index of wholesale prices computed by Professor Morita of Yoko- 
hama College, op. cit. p. 96. 
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factures : the food, beverage and tobacco group stayed at nearly the 1930-34 
level during the first three years of the Greater East Asia War. An absolute 
fall, however, was experienced by other consumer goods output such as 
textiles and bicycles, which from 1941 onwards approached only a third of 
1930-34 production.! 

Although inflationary trends had been set in motion during the war 
years, the situation had not become unmanageable by the end of the 
war in August 1945, though the conditions existed for a runaway inflation. 
Actually, the tinder-box was set off by developments that took place immedi- 
ately before and after the surrender. 

From the surrender on August 15th, 1945, until August 31st, 3.8 billion 
yen were withdrawn from savings deposits. Between August 15th and 31st 
also, bank loans increased by over 30 billion yen; currency in circulation dur- 
ing those two weeks mounted from about 30 billion yen to over 42 billion. In 
September 1945 bank loans decreased 6.7 billion yen from August, and 
money in circulation dropped by one billion yen. By October, however, 
withdrawals from savings accounts had increased again; during October and 
November 1945 savings dropped by a billion yen. Bank loans during 
November amounted to over 4 billion yen. As banks found it difficult to 
meet all their obligations, it was necessary for the Bank of Japan to increase 
its loans to them by 30 billion yen during 1945. Most of these funds did not 
return to the banking system but remained in circulation.? 

The reasons behind these statistical changes to which currency expansion 
responded were primarily these : the unrestrained payment of war damage 
and other government guaranteed claims, leading to an expansion of bank 
credit coupled with almost proportionate borrowing from the Bank of Japan; 
payment of separation bonuses and salaries of labour retained but not 
productively employed; the large Government overdraft on the Bank of 
Japan which was met by the issue of new currency ; individual withdrawals 
from deposits due to apprehension regarding blocking of funds, or to meet 
rising living costs, or for speculative purposes.3 

But to make these figures meaningful with respect to the totality of infla- 
tionary sources, production and prices must be looked at also. Industrial 
production had fallen to 20 per cent of the 1931-33 level during August 
1945; through the rest of 1945 the index of physical volume of output aver- 
aged about 13 per cent of the base period. Much of this production was 


1 Indexes are taken from S.C.A.P. Japanese Economic Statistics, February 1948, p. 6. 
The index understates to some extent the rise in total output during the war years and 
probably predates the year in which peak output actually occurred owing to the fact that 
it is weighted in terms of 1930-34 employment in various sectors, before heavy industry 
employment had really developed. 

* The data are based on figures in S.C.A.P. J.E.S., February 1948, ‘ Financial Data 
Section ’ and Sunaga, op. cit. 

*It has been asserted that certain Japanese industrialists and Government officials 
encouraged the inflation for reasons of personal gain and to hamper the occupation. See 
Sunaga, K.,, op. cit., also White Paper, Japanese Government, July 4th, 1947, Summary of 
Non-military Affairs in Japan, S.C.A.P., July 1947, p. 19. 

Oriental Economist, March 29th, 1947. Also the White Paper, op. cit 
cent of the 1935-37 average, p. 38, Pa SEAS ae 
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accounted for by mining and non-consumer goods. The Tokyo Retail Price 
index,t which had stood at 251 for August 1945 (July 1937=100), by 
December 1945 had risen to 481. This is an official price index, however, un- 
adjusted for black-market prices at which about 40 per cent of the people’s 
necessaries was being provided.? An Index of Black-Market Prices of food, 
clothing and utensils, based on September 1945 (computed by the Oriental 
Economist), showed black-market prices up 22 per cent by December 1945.3 

As indicated by Chart I, the situation continued to deteriorate into the 
first few months of 1946. Early efforts made by the Supreme Commander 
for the Allied Powers to check note expansion by limiting and freezing war 
indemnity payments, shifting government deficit financing from bond flota- 
tion to Bank of Japan advances, and utilisation of the resources of savings 
institutions, and by limiting bank credit to short-term commercial paper had 
proved ineffective. By the end of February 1946, Bank of Japan notes in 
circulation totalled 62 billion yen. 

Rises in production during early 1946 were more than counterbalanced 
by the tremendous disparity between the monetary superstructure and real 
output. The removal of production controls at the end of the war by the 
Japanese and the dissipation of stockpiles into the black-market and illegal 
hoards impeded increases in production. Occupation costs also contributed 
to the inflationary pressure by drawing upon current output while providing 
payments to workers. The uncertain reparations programme acted as a 
brake upon production by making producers hesitant to start operations. 
The interaction of these factors had resulted in raising the official Retail 
Price Index to 830 (1941-100) by February 1946. 


2. DEPOSIT FREEZING AND CURRENCY CONVERSION 


As early as November 1945, the Japanese government had proposed a 
weak-kneed scheme for dealing with the inflation. A financial tax and plan 
of some severity was adopted early in 1946 embracing freezing of deposits, 
monetary conversion, and a capital levy and war-profits tax. The long-run 
intent of the plan was not merely to check inflation, but also to secure a more 
equitable distribution of wealth.t The immediate effects of the freezing 
and currency conversion were intended to remove the pressure of enormous 
purchasing power upon the price system by reducing the community’s liquid 
funds, and to facilitate collection of the capital levy. A price revision was also 
planned to gear the existing unrealistic legal price structure to the new 
monetary level, and an Economic Stabilization Board was to be created to 
allocate materials and plan production. All these prongs of the attack 
against inflation were supposed to be pressed concomitantly or in rapid 
succession. 

= Basedion! “gente brine MiB 1945 by S.C.A.P. of 16,000 Tokyo family expendi- 
tures. See Monthly Summary, December 1945. 3 Oriental Economist, March 26th, 1947. 


4See H. Shavell ‘ Post-War Taxation in Japan,’ Journal of Political Economy, April 
1948, p. 124. 
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The first step of the programme was inaugurated on February 17th, 1946, 
with the announcement of the blocking of all deposits and other obligations 
of financial institutions.t Withdrawals from savings accounts were limited 
to 300 yen for each family head and 100 yen for each dependent. War 
damage sufferers were allowed a one-time withdrawal up to 5,000 yen 
for rehabilitation, and, providing they had no cash funds, could draw up to 
500 yen per month for living expenses for families of three or more.3 Limited 
withdrawals were permitted, with proper evidence, for political campaigns, 
medical and similar expenses and certain tax payments. 

Two additional provisions had important implications for the success of 
the financial measures: Employers could make monthly withdrawals from 
restricted deposits up to 500 yen per employee for cash payment of wages 
and salaries, less deductions for taxes ordinarily collected at the source. The 
excess of wages or other current or non-recurrent payments over 500 yen 
had to be paid by restricted check. The government’s broad aim was to 
eventually achieve a limitation of each consumer’s spending to 500 yen per 
month, which later led to the economic milieu created by the reform being 
dubbed the ‘ 500 Yen Life’.4 In addition, entreprenuers could withdraw 
liberal amounts of cash for approved business purposes. This was pre- 
sumably to prevent the choking off of funds for productive effort.s 

The next step of the financial reform was implementation of the currency 
conversion. An Imperial Ordinance required all Bank of Japan notes above 
5-yen denomination to be turned in to designated agencies between February 
25th and March 7th, 1946, in exchange for a limited amount of new notes on 
a yen for yen basis.6 This limit was 100 yen per person for private individuals; 
public institutions were not limited in the exchange for new notes but 
businesses were given only amounts needed to cover interim operations. 
All yen above these amounts were deposited in blocked accounts. After 
March 2nd, 1946, old yen were to be null and void. 

On March 2nd, also a major revision of the price structure was performed 
with the object of stabilising prices at a level that would more realistically 
reflect rising production costs.7 Previously the fixed-price system had been 
based on the level of prices obtaining on September 18th, 1939, and subse- 
quent revisions were made with reference to that date. In the general revision 
of March 2nd, 1946, the frame of reference was changed to average prices 


1 Imperial Ordinance 83, Feb. 16th, 1946. 


* This provision was later amended by limiting withdrawals for the family head to 100 
yen if his income from other sources exceeded 100 yen per month. 

§ This allowance was suspended in April, 1946, by Allied direction. 

“It should be borne in mind that this income was separate from other permitted with- 
drawals. Thus a worker could receive the limit of 500 yen in cash wages together with what 
he could otherwise be permitted to withdraw from his blocked accounts. 

2 Re prevent borrowing for speculation or non-productive purposes, extension of credit 
by all financial institutions was limited to purposes and amounts for which withdrawals 
from restricted deposits were authorised. Loans for taxes were also prohibited. See Ordi- 
nance 84, Feb. 17th, 1946. 


* Astamped rice ration book constituted a check on evasion att. : 7 j 
beter vibe teat attempts. Imperial Ordinance 


7* A New Price Control Regulation,’ Mainichi Shimbun, March 1st, 1946, 
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during 1937 and the new price level set as ‘ a multiple of 1937 average prices 
using the ideal rice-price yardstick.’* The consumer price of rice was raised 
but put on a dual basis to allow a still higher price to producers, with the 
government subsidizing the difference. Since rice is the central staple in the 
Japanese diet, wages, salaries, prices, etc., were supposed to be fixed in 
relationship with the new rice-price.> Coal was also raised in price and put on 
a subsidized dual-price basis to allow a higher producer price. The new price 
structure appeared to have been influenced more by current black-market 
prices than mere recognition of increased production costs. The net effect 
of the initial price revision was to create a new structure of prices on the 
average about 130 per cent over the old level of legal prices, when weighted 
by the significance of some 200 items in the Japanese living standard.3 

The fiscal measures, the capital levy and the war-profits tax were mean- 
time left to the wrangles of the Diet. The proposed levy on corporations 
and individuals, it was hoped, would bring in about 70.0 billion yen, and the 
war-profits tax on corporations and individuals about 2g billion yen.4 This 
sum would have been equal to about one-fifth of the estimated privately 
owned national wealth of Japan as of March, 1946.5 The original intent was 
to apply these revenues towards redemption of about three-fourths of the 
domestically held national bonds. Collection of the levies was to begin in 
the early summer of 1946. 


3. IMMEDIATE EFFECTS OF THE CONVERSION 


The immediate effects of the currency conversion encouraged Japanese 
officials to believe the currency reform aspects of the programme would be 
successful.6 Currency in circulation was reduced from 62.0 billion on 
February 18th, 1946, to 15.0 billion yen on March 6th, 1946.7 Deposits in 
ordinary banks were up from 130.0 billion yen on February 16th to over 160 
billion yen on March 7th, 1946; of this total 128 billion yen was in restricted 
deposits. By using the blocked currency, ordinary banks were able to reduce 
their loans from the Bank of Japan by 17 billion yen, from 44 billion just 
before the conversion to about 28 billion shortly after it.8 During the first 
few weeks of the monetary reform, also, black-market prices weakened; but 
the expected collapse of the black-market did not take place. Indeed, as 
efforts to revive production and redirect the distorted channels of distribution 


1‘ Japan Maps Plan to Reduce Prices,’ N.Y. Times, Feb. 14th, 1946. No explanation 
of the determination of this ‘ ideal rice-price is available. : Mee 

2‘ The Finance Minister explains the New Price System,’ Tokyo Mainichi, March 3rd, 
othe Index of Retail Prices used in Chart I is not comparable with this computation 
due to difference in weights and items included. The weights applied in this estimate were 
those used for these items in the Japanese Cabinet Bureau Index of Living Costs. See 
Oriental Economist, Sept. 1939. 

4 Nippon Sangyo Keizai, Jan. 11th, 1946. 

5 Shavell, op. cit., p. en eases one 

6 Ori. ist, i ; ep: : h 

7 een ie reins es ies not pets in and considered invalidated. S.C.A.P. Monthly 

‘ vy of Non-Military Activities in Japan, March 1946. 

Se A Japan Economic Statistics, Monthly, Feb. 1948, p. 99. 
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proved of little avail, black-market prices soon began to recover their earlier 
levels. (See Chart I). 

Public grumbling against the 500-yen-limit on cash payments for salaries 
and wages rose to a clamour, the argument being that it was impossible to 
live within the 500-yen income-limit in view of the necessity to supplement 
food and commodity needs from the black-market. As the Diet debated the 
tax plans which were supposed to supplement the financial reform, the 
continued existence of tremendous deposits on restricted account constituted 
a potential source of funds against which every loophole for withdrawals was 
exploited. The average daily rate of increase in note issue from March gth 
through March 31st, 1946, stood at about 300 million yen, declined during 
April, but still held at over 200 billion yen in May, 1946.1 The table below 
shows the distribution by purpose for which withdrawals in cash or un- 
restricted check were made over the period March gth to June roth, 1946: 


TABLE I 
Deposit Withdrawals by Purpose, March 9th—June 10th, 1946 (average over period) 


Purpose Per cent 
Wages and Salaries oat oe ace ae 40.0 
Living Expenses... s06 “ee ees aoe 33.0 
Business Expenses aos ea Boe = 10.0 
Emergencies, etc. ... ae eae Be. cee 17.0 
100.0 


Source : Computed from monthly data given in S.C.A.P., Monthly summaries of non- 
Military Activities in Japan, April—July, 1946. 


As deposit withdrawals continued to be heavy and the new yen failed 
to return to the banking system, it resulted in an increasing strain on the banks. 
In the face of rapidly dwindling reserves, it was thus necessary for the banks 
to resume borrowing from the Bank of Japan. By June 1946, such loans 
had risen to 31 billion yen, by July to 34 billion yen.? 

Unpopularity of the restricted cheque system of payment aided the pressure 
on the banking system. Increasing resistance to this form of payment was 
met by people refusing to make contracts or deliver materials unless payment 
was made in cash or by unrestricted cheque. A ‘ two-price’ system even 
came into being under which purchases by cash or unrestricted cheque were 
priced from 20 to 50 per cent lower than those under restricted forms of 
payment.3 

The reason why currency was not returning to the banks brings out an 
interesting phenomenon. Not only was the new currency being used to 
support the black market, but large amounts of yen that found their way 
through legitimate and black channels to the countryside were being hoarded 
by the farming and fishing population.* This indicated that the new yen was 

1 Monthly Summary, July 1947, p. 230. 

2 Oriental Ecénomist, August 10th, 1946. 

3° Real Cause of the Increase in Currency Issue,’ /iji Shimpo, June 19th, 1946. 


‘A survey made by the Japanese Government in May 1946, indicated that about 50 
per cent of the outstanding currency was in farming and fishing communities. | 
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not in danger of repudiation, but more likely, the distrust lay rather in the 
direction of future government policy regarding deposits. 

Although the authorities took a dim view of the hoarding and appealed 
for the currency to be deposited in banks, the willingness of the farmers to 
accept and hoard cash had, for a time, a certain value, for as long as farmers 
were willing to take cash for their produce, even at inflated prices, and hoard 
yen rather than spend currency in the cities upon scarce city-made products, 
it provided a breathing space for attempts to reorganise the cities’ productive 
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facilities. Meantime, the Government could continue to support the city 
dwellers through relief and similar payments. The difficulty in Japan’s 
case, of course, was the failure to achieve a reorganisation allowing a sufficient 
flow of production to make the best of such a situation. 

As early as April, 1946, Japanese and Allied authorities, seeing the failure 
of prices to fall, had attempted to close loopholes contributing to note 
expansion. The withdrawal for family heads from restricted accounts was 
reduced to 100 yen, war-damage withdrawals were stopped, and withdrawals 
for living expenses by retailers, farmers and others whose incomes were 
largely cash, were suspended. Another Allied directive in April cut off a 
preferential bank loan system started during the war which had allowed 
industrialists to obtain funds for speculative commodity purchases. This, it 
was hoped, would ease financing of consumer-goods production. Such 
tightening did little to restrict note issue in succeeding months when increased 
government deficits were financed by Bank of Japan loans to commercial 
banks. 

By June 1946, it was plain that the earlier reported faith of the financial 
authorities in a stabilised monetary situation to be achieved by May or June 
had evaporated. On June 2nd, the Imperial Ordinances ‘ Emergency Finan- 
cial Measures ’ were amended to allow enterprises to obtain capital funds by 
borrowing from banks instead of making withdrawals from frozen accounts.! 
The amendment was intended to liquidate enterprises which had existed 
by such withdrawals without producing, to establish more firm control over 
employment of funds by closer bank scrutiny of applications, and to reduce 
currency in circulation by requiring repayment of loans from banks, instead 
of the old withdrawals system which provided funds that rarely returned to the 
banks. ‘The measure failed to have any significant effect upon note circulation, 
which had risen by June-end to 36.0 billion yen, to 60.0 billion yen on Sept. 
roth, 1946, and continued to increase at the rate of 300 million yen daily. 
Thus, within six months the other side of the V had been completed. Within 
the context of badly lagging production against cumulatively increasing dis- 
saving facilitated by expanding liquid funds, the attainment of symmetry of 
the V can be said to mark the failure of the currency reform. By the end of 
1946 the pre-conversion figure was even exceeded by half again as currency 
in circulation mounted to over 93.0 billion yen. 


4. AFTERMATH OF THE MONETARY REFORM 


Throughout the period referred to the Japanese Government had had 
no consistent wage policy. Wage control had been suspended at the end of the 
war. T’he 500 yen cash limit which had been expected to serve as a rough 
wage-control measure, had shortly become merely nominal and by January 
1947 was legally raised to 700 yen, but remained merely nominal in effect. 
The instability of wages led to the collapse of another price programme 
which had been introduced in May 1946 to supplant the programme of March 


** Amendment of Financial Emergency Act,’ Tokyo Mainchi, June 19th, 1946. 
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1946 which had become unrealistic. Subsequently, in June 1946, the new 
Katayama Government inaugurated an industry-classified monthly wage 
schedule based upon a ‘ standard wage ’, derived by estimating the national 
average wage, assuming 70 per cent of it being spent on food and necessaries 
(as surveys revealed) and dividing this amount by an Engel coefficient of .40 
to achieve a ‘ minimum adequate’ wage level for a family of five. The 
standard wage was set at 1600 yen in June and the Government attempted to 
stabilise prices on the basis of the industry schedules by raising official prices. 
Further gains in prices forced additional official price rises and the standard 
wage was set at 1,800 yen in July 1947 (actual wages, however, varied between 
1,200 and 1,600 yen per month). Even this level was behind the July real 
wage level as adequate rations were not provided in cost-of-living goods and 
the black market flourished.» Accordingly, labour demands for wage rises 
and special allowances were asserted more strongly. The race between wages 
and prices is presented graphically on Chart I. 

Disguised unemployment was also important in the inflation mosaic. 
The extent of hidden unemployment is measured by the fact that total 
industrial employment at the end of September 1945 was about 7.6 million; 
by July 1946 it had risen to 10.0 million, a level approximating pre-war 
figures.3 Yet production was about a third of the pre-war levels at the latter 
date. The following table giving the distribution of quarterly income pay- 
ments shows that by the last quarter of 1946 total proprietors’ income was 
on the way to recovering its pre-conversion proportion; commercial income 
payments, however, which included much of the black-market earnings, had 
more than recovered its first quarter proportion. 


TABLE II 


Income Payments to Individuals, 1946 
(billion yen, quarterly) 


Jan.—Mar. April-June July—Sept. Oct.—Dec. 
Yen % Yen % Yen % Yen Oe 
Salaries and Wages eet 0:0 18.7 AW eS 30.4 23.1 30:5 29-5 28.9 
Proprietor income een 4 0) Speen ©: Sam 30 -/0n OD Atna 50:0) OO! eae 7000 68.7 
(Includes commerce)... (11.4) (23.1) ( 8.2) (14.2) (12.9) (17.0) (24.7) (24.2) 
Dividends and Interest... 1.4 2.6 1-5 2.6 1.4 1.8 1.4 eZ 
Rents awe BES ee ols 2.4 0.9 1.6 0.7 0.9 eZ 1.2 


53.5 100.0 57.6 100.0 75.8 100.0 102.2 100.0 


“Source: S.C.A.P. Monthly Summary, July 1947, ‘ White Paper’, p. 23. Figures in 
parenthesis. 

The estimate that commercial income payments constituted about a 
quarter of the total is particularly interesting in view of the fact that com- 
mercial employment was only about 7 per cent of total gainful employment 
in the later date. The share of salaries and wages, which had risen markedly 
in the quarter just after monetary reform, remained relatively stable at about 


1* Rational Wage System,’ Oriental Economist, Jan. 1st, 1947, p. 7. 
2 Oriental Economist, Nov. 15th, 1947, p. 28. } 
3 Monthly Summary, July 1947, ‘ White Paper,’ p. 48. 
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29 per cent for the rest of the year.1_ The concentration of profits in fields 
such as trade and services made it difficult for the Government to exact the 
tax revenues it should have, despite higher income taxes. 


2. Government Deficits and Industrial Financing. 

Government net deficits together with the deficit-financing of industry 
contributed most importantly to currency expansion throughout 1947. The 
movements of these expenditures as against net deposit increases are shown 
in Table III below. 


TaBLe III 


Government Deficit, Financial Loans and Savings 
(billion yen, quarterly) 


Govt. ChangesinLoans Total Changes in Balance 
Deficit of Financial Savings 
Institutions Free Blocked 
General R.F.B.2 Alc Alc 

April-June 1946 sit) 15;652st4,339 — 4,339 8,297 —11,531 —3,234 
July—Sept. 1946 ... sk 9,699 10,995 567 11,562 13,828 —12,914 914 
Oct.—Dec. 1946 ... Spc 9,928 26,095 2,856 28,951 25,487 4,617 30,104 
Jan.—March 1947 ... 18,560 15,953 3,788 19,741 28,077—23,604 4,473 
April 1947... shi iG 5,698 3,420 1,743 4,983 6,157 — 9,844 —3,687 


Note. Minuses indicate decreases. Large decreases in blocked accounts during Jan.— 
March 1947, and April 1947, presumably were due to withdrawals from blocked deposits 
to pay the capital levy. Postal savings are not included in the Government deficit. After 
September 1946 changes in loans reflect only the new (free) account and insurance companies 
are excluded. The blocked account has been adjusted to show, after November 1946, only 
changes in the first blocked account and increases due to transfers from special to blocked 
accounts are omitted. This table is computed from the table on p. 47 ‘ White Paper ’ op. cit. 
July 1947. 1 Reconstruction Finance Bank. 


The fiscal part of the anti-inflation programme was finally implemented 
in early 1947 and considerably lessened the Government’s deficit for the 
1946-47 fiscal year. At the time of the currency reform in March 1946 the 
Government had planned a capital levy and war indemnities tax to yield 
nearly roo billion yen to be used to redeem debt. The possibility of damaging 
corporate structures if corporations were subject to capital levy and war 
indemnity cancellation, persuaded the Diet to exclude corporations from the 
levy, thus lowering its estimated yield to 43.5 billion yen. Essentially, the levy 
was to effect a better distribution of wealth by getting at the fortunes of the 
Zaibatsu industrial groups. Tax rates were sharply progressive from 30 
per cent on the excess of wealth over 100,000 yen as at March 1946, to go per 
cent on amounts over 15,000,000 yen; the levy was payable in cash,blocked 
deposits or in kind before March 1947. By April 30th, 1947, 35 billion yen 
had been collected and the Government expected to near its 43 billion yen 
goal, after re-assessments had been made.3 The war indemnity tax was 
actually more drastic than the levy. It would have been fiscally daring and 
politically dangerous for the Government to have attempted to pay off the 

1 r= itv o 4 ° fi 
payments, greatly. below the proportion for savaneed western, uae este ame nIET Gtr 


National Income of Japan, U.S. O.S.S. Study 2636, p. 184. 
2 Shavell, H., op. cit., p. 127. * Shavell, op. cit., p. 133, 
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106 billion yen of war indemnity claims and loan guarantees accumulated 
during and just after the war. On the other hand, outright repudiation 
would have wrecked most of the industrial-financial structure. A com- 
promise was reached by enacting a ‘ 100 per cent tax at the source’ which 
after certain exemptions reduced the indemnity debt to 15 billion yen. 

The inability of tax revenues to keep up with increased expenditures 
occasioned by rising prices had forced the occupation authorities to allow 
increases in the national debt. In May 1948 211 billion yen of domestic 
bonds were outstanding and about 41 billion in short-term bills; the total 
national debt was of the order of 390 billion yen.1. The 1947-48 General 
Account budget totalled about 210 billion of which the Government had 
hoped to raise 181 billion through taxes, stamps and monopoly profits. 
Of the 134 billion yen in tax revenues budgeted, only 70 billion had been 
received by February 1948.7 Income tax receipts lagged badly with only 
18 billion yen received of the 68 billion expected. 

The failure of tax revenues in the prior fiscal year to meet expected 
receipts complicated matters in the preparation of the 1948-49 budget. 
After several revisions, the 1948-49 General Account budget planned for 
nearly 400 billion in expenditures and 424 billion yen in revenues.3 In terms 
of money national income, the 1948-49 budgeted expenditures were put at 
21 per cent of the estimated national income as against 18 per cent for the 
previous fiscal year. Approximately 93 billion of the expenditures were 
credited to “ war termination’ expenses, including occupation costs, recon- 
struction, reparation and similar expenses.5 The real burden of these costs is 
indicated by the fact that during 1947 about 20 per cent of steel output went 
towards satisfying occupation needs.® 


5. CONCLUSION. 


The currency reform measure, it has been stated, even in connection with 
deposit-blocking, could not have been expected unaided to check the inflation 
in Japan. For the primary sources of the Japanese inflation came from inade- 
quacies on the real rather than the monetary side. But its value as a‘ breathing 
spell ’ measure, which by removing the monetary overhang could help to pave 
the way for readjustments between prices and production, might have been 
enhanced had it been fully implemented with the other facets of the anti- 
inflation plan. The failure to achieve currency and price stabilisation can be 
laid to what might be termed the administrative and theoretical defects of 
the anti-inflation strategy. 

Administratively the major errors lay in failing to apply the fiscal and 
production-control measures as rapidly as possible. Neglecting to enact the 
capital levy (and war-profit tax) promptly not only negated most of the value 


1 Oriental Economist, June 26th, 1948. Total debt figure estimated. 

2 Oriental Economist, March 20th, 1948, p. 212. 

3 Oriental Economist, June nae oats p. 468. 

4 Oriental Economist, June 19th, : ; 

5 Occupation costs had constituted 28 billion yen of the 1947-48 expenditures. 
8 Oriental Economist, June 5th, 1948, p. 448. 
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of these taxes once they were collected, but allowed the existing maldis- 
tribution of wealth to be maintained and permitted the existence of huge 
blocked deposits. The mere existence of these deposits constituted a potential 
source of dissaving and it was difficult to prevent large amounts of the 
deposits from getting into circulation via permitted withdrawals." 

The delays of the creation of the Economic Stabilisation Board from April 
1946 to August 1946 meant inadequate raw material controls that contributed 
to the pace of inflation. The plan for effective production priorities should 
have been created early enough to forestall the dissipation of stocks that took 
place in early 1946, a ‘ latent’ form of inflation which later aggravated overt 
inflation. Effective physical controls could have prevented businesses from 
holding on to raw material stocks by using bank loans for current expenses. 

A wage-stop might also have been a useful supplementary device, though 
in itself would not have prevented price rises. Likewise the extension of 
rationing beyond the few necessities it already covered, such as rice and cloth- 
ing, would have aided the effectiveness of the other measures. 

To have balanced the budget, a goal which preoccupied Allied as well as 
Japanese officials, would have helped but would not have precluded inflation 
due to the composition of government expenditures and the probability that 
current dissaving would have continued, but it would have been a mitigating 
factor. 

Legal permitted withdrawals were serious defects. The war damage 
allowances raised the level of effective purchasing power immediately after 
the monetary conversion and monthly family allowances made for increases 
in the income stream. But even more important, perhaps, were the with- 
drawals permitted to business men. For these ‘ expense’ withdrawals could 
be used on the black market to maintain living standards rather than for 
restoring production. 

The inadequacy of the conversion-freezing technique as a price-stabilising 
mechanism, however, seems essentially from the underlying assumption that 
restricting the quantity of money would avoid inflationary price changes. 
Pressure on prices can, however, be maintained from current income and 
out of past savings, which a mere currency-conversion-deposit-freezing 
cannot overcome. It has been pointed out that throughout 1946-47 the 
greater part of what industrial production there was consisted of producers’ 
goods or mining output, while food was short. If a substantial part of current 
income payments originates from investment activity while demand is 
concentrated upon a limited output of consumer goods, an inadequate 
propensity to save, both private and governmental, cannot help but defeat 
price stabilisation.? 

It has been pointed out that throughout 1946-47 the greater part of what 

ands ' . en 
wight @ tak msnnt to imply hore that he capital ly i itslf would have hall gies 
groups relatively more heavily, thus leaving total demand little affected. ‘ 


2 Rising prices under such conditions will exist with unempl i 
( 2 dit ? oyed la 
so long as raw materials are insufficient, ae cast ncbaguants 
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industrial production there was consisted of producers’ goods or mining 
output, while food was short. On the other hand, about 70 per cent of 
family incomes was spent on food and necessaries over the same period. 
Within conditions where the bulk of income is spent on consumption goods 
the supply of which is relatively inelastic and the demand equally so, ‘prices 
can be expected to rise leading to further demands for wage increases, and a 
vicious spiral results. 

The criticism that the Quantity Theory approach tends to pre-occupy 
policy makers with financial measures and pushes production factors into 
the background does not mean that financial reforms are unimportant in 
checking inflation. If taken together with fiscal and production measures 
financial reforms may be a necessary element in a’stabilisation attempt; but 
concentration primarily on monetary reform, and an incomplete and incon- 
sistent monetary reform at that, tended to frustrate even the limited goal 
which an intelligent programme could have achieved in Japan. 


A. MorGan. 
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